Assess Your Competition 


Resources for learning about your market and competitors 


• Anyone you can find in the industry who will talk to you 

• Library 

• Websites like Hoovers.com 

• Trade shows, conferences 

• Data provided by national, state, and local governments 

• Industry-oriented magazines, newsletters, journals, and databases 

• Industry associations 

• Academic journals 

• Small Business Development Center 

• Test-marketing 

• Phone surveys, in-person interviews, or focus groups 

• Competitors’ customers 

• Professional market research firms 


Your competitors: Who are they? 

1. Potential Direct competitors: businesses providing the same function 


2 . Indirect competitors: businesses providing alternative solutions to the same consumer 
problem 
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3 . Potential competitors: businesses that might copy you or enter the industry after you 


How to really get to know your competitors 

• Read their websites 

• Study their advertisements 

• Review their printed material 

• Approach as a potential customer 

• Approach as a potential employee 

• Talk to suppliers 

• Talk to customers 

• Be creative! 


Answer the following questions about your competitors 

1. What products or services do they offer? 


2 . What is unique about their product or service? 
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3. How do they make their product or deliver their service? 


4 . How big is their organization? 


5 . How much do they pay their employees? 


6 . How do they recruit and train their employees? 


7 . What is their market share? 


8. How much profit do they earn? 
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9 . What market segment do they target? 


10. What is their marketing strategy? 


11. How and where do they advertise? 


12. Where do they do well? Where do they struggle? 


To further analayze your industry, consider Michael Porter’s Five Forces and the SWOT 
Analysis that follow. 
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Michael Porter’s Five Forces Analysis 
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What it does 

Helps an organization understand the amount of profit that is possible within its industry 


Where it comes from 

The 1985 book Competitive Strategy: Techniques for Analyzing Competitors and 
Industries by Michael E. Porter (now available in a 1998 edition from Free Press) 


Summary 

Porter believed that an organization’s profitability is determined by “five forces” within its 
industry: 

1. Threat of substitutes — Are there many products from competing firms that customers 
can choose to buy? 

2 . Entry of competitors — How easy is it for new competitors to get started in the 
industry? 

3 . Bargaining power of buyers — Can consumers influence pricing by ordering in volume 
and bargaining in other ways? (Looking not just at end-user customers but at wholesalers 
and other intermediaries) 
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4 . Bargaining power of suppliers — Can suppliers rigidly control the prices of what they 
provide, or does the presence of competing suppliers help keep prices low? 

5 . Rivalry among existing companies — Is competitive advantage spread evenly among 
many organizations, or does one dominate the marketplace? 

Consider these five forces when assessing the profitability of a company (or of a discrete 
product group or division) within its industry and discover new activities that can spur 
growth. Example: Would acquiring one of your competitors boost your company’s position 
in the marketplace? 


SWOT Analysis 

SWOT Matrix 

Strengths Weaknesses Opportunities jhreats 
Internal Analysis External Analysis 


What it is 

A simple system for identifying a company’s strategic growth opportunities in the 
marketplace (also suggests strategies to increase competitive advantage). 


Where it comes from 

The 1969 book Business Policy, Text and Cases by Edmund P. Learned and others 
(Irwin). 
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Summary 

An organization conducting a SWOT analysis will list its: 

1. Internal factors, such as proprietary brands, company culture, distribution systems, 
exclusive access to natural resources, image, market share, patents, and personnel. The 
analysts will then decide which of these factors are strengths and which are weaknesses. 

2 . External factors, such as competitors, economic trends, partners, regulatory concerns 
and suppliers. The analysts will then decide which of these factors are Opportunities and 
which are Threats. 

Analysts then create separate lists for each of the SWOT categories (strengths, 
weaknesses, opportunities and threats) and compare them to uncover strategic insights. 
Example: Could a sagging brand image (a weakness) be reduced by a strong marketing 
department (a strength)? 


What else you need to know 

SWOT’s usefulness depends on management creativity and vision. Example: A new 
technology might look like a threat in the hands of a competitor, but become an 
opportunity when you get the rights to use it. 
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